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have good marketing expertise from successfully selling bypass actess inan
intensely mnptﬁ?ﬁbu‘dnﬂ:mhtsqmm&ﬁzmjw:hanmgs for
CAPs will be in the residentlal gurkess, where ingufficient residential loops,
lack of experience in providing switch-based services, low brand recogru-
tion, and relatively little expertise in marketing to the mass-market con-
samer segment will prevent substantial short-term market penetration.

Interexchange Carrisrs
Long distance companies have the capital rasources to construct and
maintain new facilities, as well as brand name and marketing expertise to
Mﬁgmm:mmqhn been offering LEC-
mm 1 services 1o business customers for years throngh CAPs,
private access lines, and privately constructed access facilities. They
also have the technical savvy to market data products to business custom-
e13 in 2 solutiors-oriented approach

Same interexchange carriers (IECs) have been actively constructng local
facilities. Ownership of local access and switching facilities. or strategic

1D acquire the use of fadilities, will position them with a strategic
advantage in saveral ways. First, having local facilities allows an IEC to
avaid purchasing potentially margin-poor wholesale services from the .
incumbent LEC. Second, JECs with their own facilities can bundle local and
long distance services to provide “one-stop shepping” (the largest [ECs are
not sble to offer bundled resold local and long distance services in a partic-
ular market as a result of the 1996 Act, which specifically bars such activity
until the RBOCs are allowed to offer long distance services in that market).
Mmﬁﬁnmﬁhﬁuwdﬁnﬁmna@:ﬂch&g‘ paid to LEiCs f:”
originating and termirating in ¢ by provisioning it on thei
own facilities or those of their partnars. IECs with excess apacity can
recoup costs of the loaa! infrastructurs by targeting unwanted or low-mar-
gin markets through wholesale distribution Resale of local ser-
viess can also be a visble strategy if quick market entry is required or if
construction of local facilities is risk- or cost-prohibitive. But margins may
be lower, bundling is restricted, and any interexchange calls originating
over resold local sarvices will cost the [EC access charges.

Challenges in the business markets will come from competitive price pres-
sure, mainly from resellers, as well as wavering customer loyalty (churn) in
a highly competitive environment. The residential markets offer the largest
opportunity for long distance carriers; they can leverage their substantial
marketing muscle {0 attract new customers. They also possess the switch-

ing mhw?&:nd billing expertise to provide quality service toa

Local Exchange Companies .
RBOCs and indspendent local exchange companies (LECs) have a lot to
lose in terms of local service market share. Yet they have a lot to gain as wall

their entrenched base of loyal custamars, their ownership of local

es, and their ability to provide long distance sexvices once competi-
tion develops {a thair local service ares. can recapture a significant

of loxt market share to resellers through the wholesals pricing

structures under the “discount off retail” concept They can also recovera
portion of lost revenus o facilities-based providers through sale of unbun-
dled network -lements where a significant economy of scale exists.

PNSR-NA-DP-9§02 ©1955 Oataquest Abni 29, 1998
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LEGs have substantial capital resources for expansion into out-of-region,
local services within alliances and strategic s awithothezﬁuduu,
Msmmnmhﬂcﬁﬁe Csan:ho‘b:void ing rela-
gvely loyal customers who are typically resistant to change, especially in
the residential markets, but they will be challenged to say ahead of com-
y-ﬂu:ﬂmd\mpﬁﬁninhm;mmdndﬂdapmkdn&m-
XIS to prevent erosion of their custamer base. The business markets are
where LECs are [kely to face the most chalienges. Loss of market share may
be substantial because of 3 historical dissatisfaction with monopoly pricing,
regulatory corstraints on pricing, and lack of marketing and technical sales
expertise.

Cable TV Companies
Cable TV (CATV) companies have an embedded base of residential custom-
er3 who are connected to the company via an infrastructure thateould
mﬂypﬂvﬁckﬂlvﬁammm{mawungﬁ-
local telephone market share in the short term are mainly technical;
howevez, there are also basiness issues that must be resolved. Technically,
the means of delivering higher-bandwidth, one-way, nonswitched analog
TV signals does not Jend itself well to providing the two-way, switched dig-
ital signals that characterize today's state-of-the-art voice and data telecom-
munications sexvices. As a result, CATV providers nmst upgrade their
networks to accommodate the new types of traffic. Other challenges are
lack of marketing expertise and low customer loyalty. Business savantages
inciude the ability t bundle local and long distance sexrvice, customer
shh;::puhm;;ih bwl:mg:rcmh“

o com te companies
bamhﬂymmmmmmnhwbdonw
mugin’llﬁyrmd.high-ulume network build outs, strategic partner
ships, or resale of existing infrastructure.

Switchiess Ressiters
Nonfacilities-based or “switchless” resellers have an ;&gwmﬁty to bundle
rexcld focal and long distance service, and have an lished dusiness
mmb:qumzﬁ hs:l:‘d v
3 a ve to ]
hmembwh&.fhymyhﬁem mrkumthn!.
especially from business customass. major challenge
is that resold local service is relatively nonexistent, and the >
which LECs file wholesale rates with state icutilities commissions is
stifl being ironed out Without existing ties, razellezs’ entry into local
cuviccwhhwminhmmupadmwhumughdmmk
possible with the wholesale rate structures once they are approved.
resold interexchange sexvices, e negotiations with nondominant earri-
ers was the rule; resallers’ bility was subject to their ability to negoti-
atn favorably with facilities-based providers without mhhﬁkmmy.
hdmwﬁi:::dﬂuummkmwmbovqpu and very
equal They zay 2 operate on razor-thin marging in order to capture
mwugdﬂ?am ‘boh‘kmloydty f other nove.
L . and customer of other move~~
Savvy comnpetitons. In the residential markets, resellers without a well-
knwwn brand affiliation or other strategic alliance will have a difficuit tims
apturing significant maricet share.

©1996 Dataquest Agril 28, 1996
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The Top Local Service Products

4
In Demquusts opinion, strategic advantages and disadvantages will be .
w;ammrmﬂgmmvmsm-

dential market segments. What follows is Dataquest's perspective of the

local products with the highest potentia] far RBOC revenua at risk. .

Restdantis! Voics Service

This includes basic service such as dial tone, local transpost of voice tratfic
to swi facilities, basic local switching, intralLATA toll service. interex-
change access, directory assistance, emergency (911) services. custom
alling features, and repair services.

Susizess Voics Service

This includes basic service such as dial tone, local transport of voice traffic

to switching facilities, basic local switching, intral ATA toll servics, direc-

tory assistance, emergency (911) services, Centrex services, and interex-

change access if not provided through an interexchange carries or

competitive acemss providez

Susinens Dats Services

These include higher-bandwidth internetworking snd network sccess
ucts. Those that offer the greatest revenue potential are leased Lines

through TJ), integrated sexvices digital network (ISDN), frame relay,
and Asynchronous Transfer Mode (ATM),

Dataguest Predicts

The state of flux in loeal telecommunications is just beginning. In the busi-
ness markets, Dataquest predicts that CAPs and [ECs will be the grmatest -
beneficiaries. mn%mofmwrmmanyww-
ities and ability to bundle and long distance services and the IECs'
capital resources, marketing expertise, and tachnical sales skills, Resellers
may also realize rapid market penetration with business customers through
quick market entry via resale contracts and strong sales skills applied to a
trategi mmdug‘k\g tchl::I ,lECsd‘t:aveu:s\ost
s < .f anms ise in i
marketing telecommunications nesin:\emmm::& msehddm
brand names, and ample capital resources for construction of residential
facilities, negotiation of strategic partnerships, or bulk purchase of whole-
sale services for vesale.
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for Mors Intaytion_.
Efeen Healy, Principal Analyst (608) 468-8207
Irdernet address ... ehaaly@dataquestcom
Via fax (408) 954-1780
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New team wins in “Name Game
rand Rapids' new Intema- | attie Mariners and more recertythe . The Grifling will open play this fal
tional Hockey League fran- | NBA Toronto Raptors and NHL @ in Grand Rapids' new downtown -

o8 oop. Sa now, e Good Logo is Key 5 Fumm&mm'wc‘m;
and a logo. So now, Wes
Miehigag Hockey, inc. can “We've spent 8 great dedl of ime ' Rapids, will seat approximately
procesd to mora pressing | and energy deveioping what we be- * 11,000 for hockey and is scheduled
matters, such as putting the finishing | fleve will become one of the mostap- . to be compieted in time for the up-
touches on its ma::gem team, | pealiing marks in professional sports,” - coming ssason.
Buiiiing a roste, marketing 21 {HL Franchises
tickets and merchandiss. The Griffins join the new yet-un-

Over 3000 Erttries named Quebec Clty fran- :
*Griffins” was selected from chiseintherap- |
over 3,000 entries submitied idly grow- |
by area sports fans during & ing IHL,
contest conducted during the which will
summer months. Eight local now have
fans chose the n;'{né, whluch 21 a 1;:2;
depicts a Greek m chises. Qu
creature with the hoad?nd has been without 8
wings of an eagie and the professional hocko‘y'
%ody of a iion. In team 312:9 the NHto
resk mythology, Nordiques relocated
the griffin was Denver prior o he cur
the guardian of rent season,
golc. The Greater Grand
8rave, Nobls Rapids market, without
“The animal &n |HL tsamn since the
represents brav- Owis disbanded in
ery, noblility, 1960, compares favor-

ably with other IHL

strength, and
markets. it s the 45th

swiftness—
characteristics

market in termns
synonymous of metropoliitan area
with athietic population in the U.S.
teams.” says with nearly 1 milion
Davidg .
VanAndel, Naturalty, iHL com-
chairman of missioner Uter is
Waeet Michigan sxcited about the new
Hockey Inc. %"" tearn,

The logo “The new state-of-
was designed by the New York fimm |, says Danisi G. DeVos, presidentand | the-art dowrown arena, combined
Seen Michae! Edwards Design, inc., of West Michigan Hockey Inc. | with a strong cofporate base and
which in sthietic logos. | “We're now ready 10 preperation for | solid business growth, makes Grand

!
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Onamﬁmwombmermdﬁm new 11,000-eeat arsna, the tHL wil e
nave Troe Mcragu-basac e, incuding 1 Worigan (fomedy Kamazoo k-wegs RPN P

anc e Detrolt
1 is ditficult 1 cverstaie the recent sueceas of the IHL. The number of wams has
mwmec;‘?cuml:gau‘agm wmnr:mmmmmzm
f COMLest 1 U SeasONa. offers hocksy excitarment
rmmbmwmaammmmumﬁmmutl

* e
=52 o T olvees o ATAT oin all st Mickigan
n OWnR
o M (AR Grand Rapids Griffins. i

It's exciting 10 see West Michigan grow in size,

o

- o e facilities, and evcersainment opportunities. With the
completion of new arena in downsown Grand Rapids,
thedmppmg the puck ar center ice next October,
will occasion io celebraze another milestone
mourankndmnd

Meanwhile, ATAT also plans 1o piay an important
role in the growth of this area. From quality long-
distance service 1o the latest lechnology applied 0

home and business telephone
systems, we will be working eml
hard to win your business.
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Ciytohookupwith
new phone company

| wowessary .

. *7 think we afl we ussd (0 dealing with Ma fell in
soms way, sheps or form, but we bave bad UL Sigeal -
a my offics aad imve beeti quiee widi hp sarr
T i o T
, ' our- .
h"“‘@%“hwp&y .
s exposted (0 s8ve around $50,000, wuch is &b

Ts existing contrast with Ameritech " e
i wsxmﬁu.s.mmqmq _
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US SIGNAL CORPORATION'S NETWORK GENERAL DESCRIPTION
Ths public necwerk of US Signal is 3 cambinaton of owned sad lsased Acilives.

US Signal curready owas two switches in Michigas, and oae in ndianapelis. A
parmeriag relationship exins with ATS Network Communjeations for a swich in
Maemphis, TN. The swiches ia Memphis asd Indiasapolis are Nostaern Telecom DMS
250°s. The Grand Rapids reited is 2 Northara Telecom DMS $00. The Dewreit switeh is
o DEX €00 and scheduled to be replaced with 8 Noethern DMS 250 by the éod of 199¢.

The leased facilivies are the facilities usad to origiaste and termuinate long distancs maffie. -
US Signa! has leag wenm lease agresments for fiber capecity trougbout the couaay o .
3 variety of veadors. The fiber suppliers are evaluated based upon redundasey. diversity,” -
capasity, tesponss time, and pricing. The peimary fiber vendors are: MCI, WilTel, IXC

tong distanca/CTC!, Consolidatad Communications, Telepert and ATRT.

The general design of the natwerk is & D§J fiber Sackbons to wajor fiber centers across
the counlry. Froe thess centars, the netwerk is scaled down w0 sach LATA via sither
DS3 or DSI 10 eriginatz and teminate Taflic in conjusction with the iocal exchangs
networks Through Ue ase of § variety of vendors and Aber routes US Signal is able
provide redundan: fiber paths te assurs the completion of phons calls as well as pnvac
e cannections via DS 1 access comprised of twanty four (24) 64803 channeis.

US Sigaal usas 3 nerwerk masagement systems which eacks major failures, such as T-!
outages. on the nerwork. Unless otherwiss eaginstred, the affectad T-1 qn be remotely.
tested vis § SARTS 1ex port in o digital cross connect sysiem or DACS The pount of T-}
fallure can be ideatified and referved out to the proper repair caster. Lo additosn to
oetwork circuit alums, busic telemeTy information such as low and high temperature,
heat, smoke, and intrusion alums are rpecifically coded aad trassmiced far irmnedjate

3ectien.

(¥ you nave any fumher Questions please eantac: Loy VanderVeea, EV' P of Ooerations.
US Sgnal Corporatien at ;-800-968.2222. ‘

R LT
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Hi there!
The name’s Chet, Chet VanStone;
and I wanna fill ya
in on a coupla’ things.
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First; this ain’t Chicago. Now 1
know that you understand that, but
Ameritech is under the impression
: that it is. Ask me why?
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Why? Ameritech is claiming to be
your local phone company. Now I’m
no genius but I do know that
Ameritech is based in Chicago.

Hardly local. Unless...there’s a




MPOSC Case No.U-liic4 Atkachment
Queste

* NG [
Hey, relax. There is a local phone
company right here in Grand Rapids.

Brooks started here and is growing
“here. Brooks...

Now that’s local
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BEST

t h i n g 't o h a p p e n
IN

Grand Rapids

siNnce

well..the last thing .

' Brooks Fiber Compmunications s proud o anoounce the armival of ocal Access Telephone

. Sexvice to the Grand Rapids area. We have been wirking herd to bring your business the 5
dearest signal posshle with the best service available. To fid cx bow you can bereft from—
this exciting new developmert, please call us 2t 1-800-24-4200. f

 (616)-224-4200
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News Clips ="

, L
lassifieds Section
"1
A US Signn) Carperstion. owr §aal « is he the lareMast
ploremmeangs Uens WA PREVIS? 4 IS 340 v BEYve. WY —
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i
Major Account
Executive pa. 831)
o Dackgroand it Salas. Tolsphon) & Dsu Nerveriung
+Soharm uling & ayrwcamy
Technical Marketing

Censultant @xn. 791)

°h._m¢ﬁl#-ym
« Provids Scirusa; sAles DPpert for FURSTOr SBuc SUnA
+ Pumtpes s B0 MlhA

public Telephone Sales
(. 411)

+ Bweng beripround u Sies A Telophory
+ Public wiephone sdiag saparmace prolented

Centrex lications

Representative (xa. 810)
+ REPOREE 18 SARVITUAG CLAGMS RIgUCas 1018 Coauet
Applaeens

+ Lot enshangs eapurisnes vegmived

Project Engineer

Smdhes » Orwbu 13, 1984 Biser! cuils 10 US St
will am be sosupiad ubions speauieally requasied

1-800-746-6277
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HERE'S WHY:

BETTER CUSTOMER CARE

8 24 hours a day. 7 days a week. were here.
s \Whatever it takes (10 keep you satisfied, well do it
» Because If youre not satisfied,

we know Ameritech is only a phone call gway.

LOWER YOUR COAMUNICATIONS QST

8 Save up 1 20% on monthly line charges.
s Save up 10 50% on enhanced features.
s Savings on local. zane. and toll calling.

IMPROYE YOUR PRODUCTIVITY

tcreage your business’ productvity and
improve your cxisting phone service with new enhanced feanires iike

Voice Mall. Call Forwarding, and Confereice Calling.
Other innovarve approaches ke combining voice. dam & video,

can make improvements where it counts ...on tlx: bottom line.

SLRMIaTY

Ot point of contact.
One srop shopping.

mmwmm.mmq,gq-mumy.

WE RROW TOUR IARKET

& Founded it west Michigan and operated hare for over ren years.
8 As one of Michigans {astes growing and mast respecictd

telecommimnications companies, we undersanc ilis narket
and can provide your business with the conmnunicatons solutinns
that will help you succeed.

Crestdve solutions.

8 The first local telephoin servicr competiny amertceh has vy faced.

s For your Dusiness success. US Signal ... \dvancedamwatlom

Clear and Sinwle,
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A WELCOME
(HOICE

gn‘"“ﬂ%mwb«nm

' CNOCSE YOUT OWN local phane
‘company. Now, for the first time in
history you have 2 choice: And that
cholce is US SIGNAL. the first company
in the couniry 10 compete with
Amerttech for I0cal phone service.

'WERE KNOWN BY THE
ZOMPANY WE KEEP

are the same Hiipd) cuidity
and customer care 1o iocal phone
SOIVICS. O CUSIOMErs TUs! US.
We value that Tust. well eam yours.

imponai ©© us.
€an count on the fact thet well

cum
Our cusiomers are
You
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3UMITY TECHNOLOGY
UALITY PEOPLE

“Their ryrsem: and an
busingss.” ~ VenRendurvk
Burtma Elscoonic Dicwibusing, b
At US Signal sechnology is a given.

were sure youll see the dfidrence 100.
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US SIGNAL SERVICES

Standard Business Line Service
Digiral Business Line Service
ISDN-Primary Rale interface (PRI)
Direct inward Dialing Service (DID)

ADVAN(ED FEATURES
voice Mal

Call Porwarding

call watting

Sway Canference Calling
Calier ID

INTEGRATED SERVICES

Local Caling

Long Disance 'cuw

Dedicaicd Voice/Dat Lines

Directory Assismnce Servlei‘ : b
whire Pages Direcrory Listig . b

REKRE wie

Keepmmmﬂ#- .
Free insmllation (m-dmu’um

Transpareny Corvetsions ° .
mmnwymmmwwmr
Scif-Healing Piber Optic Network

.¢.'.

If youre not satisfiled with LIS Signals quality
or level of Customer Care,
we'll pay your way back to Ameritech
anytime in your first ycar of service.



